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A B S T R A C T

IFRS Implementation on Earnings Quality and Corporate Value needs to be paid attention. This is due to the fact that in the era of globalization, the companies require an international accounting system that can be applied internationally in every country, or a necessary harmonization of international accounting standard in order to produce comparable financial information, ease in conducting competitive analysis and good relationship with customers, suppliers, investors, and creditors. The purpose of this research is to obtain empirical evidence on the effect of IFRS implementation on earnings quality and corporate value. The samples used are manufacturing companies listed on the Indonesia Stock Exchange, during the period of one year before the implementation of IFRS and one year after the implementation of IFRS. The results of this study indicate that there are differences in earnings quality and corporate value, either after or before the implementation of IFRS. IFRS can provide quality reporting
and better business environment.
INTRODUCTION
All countries apply different standards in financial reporting. This occurs due to the applicable standards set by the profession association existing in any country. The current era of globalization calls for an international accounting system, that can be applied internationally, or requires a harmonization of international accounting standard, with the aim to produce comparable financial information, to facilitate in performing competitive analysis and to keep good relationship with customers, suppliers, investors, and creditors. Many countries are considering adopting International Financial Reporting Standard (IFRS) as a standard that is currently used in developed countries. Therefore, countries, with the differences in institution, economy, politic, and environment, seek to understand IFRS and its effects.
Globalization in business can be seen through interstate commerce activities resulting in the emergence of multinational corporations. This has resulted in the need for an accounting standard that is widely applicable across the world. Indonesia, a country that will implement the adoption of IFRS fully in 2012, not only requires preparation and socialization, but also anticipates the possible rise of various constraints and obstacles. The formulation of the problem is whether the implementation of the IFRS affects the earnings quality and coeporate values of companies in Indonesia? This research is expected to be able determine the effect of IFRS implementation on earnings quality and corporate value of companies in Indonesia during the period of 2009-2011. Daske et al. (2008) , this study aimed to determine the economic consequences of international accounting standards, namely IFRS, by using variables of economic consequences, liquidity, cost of capital, and Tobin's Q. The result of this study claims that after adopting IFRS, there is an increase in liquidity, a decrease in firm's cost capital, and an increase in Tobin's q.
THEORETICAL FRAMEWORK AND HY-POTHESIS Previous Studies
Callao, S, Jarne JI (2010), this study aimed to determine the decrease or the increase in earnings management that occurs before and after the adoption of IFRS. The result of this study shows that earnings management has been intensified since the the adoption of IFRS in Europe, because the discretionary accruals have increased in the periode after the implementation. Liu, Chunhui et al. (2011) , this study aimed to examine the effect of IFRS on accounting quality in China, where the variables are IFRS, earnings management, value relevance. The result of this study shows that the reported earnings value relevance increases while the revenue of earnings management decreases after the adoption of IFRS.
International Financial Reporting Standards (IFRS)
IFRS is an international accounting standard issued by the International Accounting Standards Board (IASB) and used as a standard arrangement of financial statements that is applied in the developed countries. In general, there are four main points set out in the accounting standards.
The first is related to the elements of financial statements (assets, liabilities, capital, income and expenses) or other related information. The second is the measurement and the assessment to determine the value of an element of financial statements either at the time of the financial transaction or during the presentation of financial statements (balance sheet date). The third is the recognition, that is the criteria to recognize the elements of financial statements so that the elements can be presented in the financial statements. The fourth is the presentation (Balance Sheet, Profit / Loss) and the disclosure of financial statements as a note that accompanies the financial statements. This standard will apply to a company which applies IFRS when it states first use by an explicit statement of unconditional compliance with IFRS.
According to Immanuela Diamond (2009), the purpose of IFRS is to ensure that the company's internal financial statements, for the periods referred to in the annual financial statements, contain high quality information, such as (1) transparent to users and comparable throughout the periods presented, (2) provide adequate starting point for accounting based on IFRS, (3) able to be produced at a cost that does not exceed the benefits to the users.
Earning Quality
Earnings information is an important role for the company in making various decisions. Earnings that do not show the presence of actual information on management performance can mislead the users of the report.
Research conducted by Sunarto (2009) stated that the measurement of earnings persistence can be based on the concept of core operating income (COI) or the income statement, especially for the profit or loss items of the company's normal activity [SFAS No. 1 paragraph 56 (f)]. In other words, earnings persistence is measured by net income before extraordinary items (NIBE).
This uses variable of earnings management which is proxied by absolute abnormal accruals (discreationary accrual) as a proxy for the accounting earnings quality. The estimation of discreationary accrual can be measured directly to determine the earnings quality. The smaller the discreationary accrual the higher the earnings quality and vice versa. The reason for using accruals as a proxy for earnings quality is because, according to Richardson (2003) , the amount of the accrual measurement is a good indicator to determine the level of earnings quality.
Corporate Value
A company is founded and run to achieve the goal, i.e the owner's welfare, which is indicated by the stock price. The higher the stock prices, the higher the corporate value. The high corporate value is the expectation of the owner of the company, because the high value indicates the high prosperity of the stockholders. To achieve the corporate value, investors generally submit their management to the professionals. The professionals are positioned as managers or commissioner. When the management handover occurs, the conflicts of interest begin to happen. (Euis Soliha and Taswan 2002) .
The calculation of the firm market value, in this study, uses Tobin's Q as it is considered to be able to provide the most excellent information. This ratio was developed by James Tobins (1969) from Yale University, the Nobel laureate in economics, who hypothesized that the combination of the market value of all firms in the capital market should be equal to replacement costs. Tobin's q is an indicator to measure the company's performance, particularly on the corporate value, which shows the performance of management in managing the assets of the company. Stock market (market value of all outstanding stock) and the market value of all debt are compared with the value of the entire capital placed in the assets of production (the replacement value of all production capacity), the Tobin 's q can be used to measure the performance of companies, in terms of the potential market value of a company (Bambang and Ellen 2010).
RESEARCH METHOD
It analyzes the effect of IFRS implementation on earnings quality and firm value by analyzing before and after the implementation of IFRS. This study uses a quantitative approach in testing hypotheses, and there will be made to the observation of the financial statements and the calculation of the financial ratios. Data analysis techniques are performed using SPSS statistical software 16.
The population in this study is go public manufacturing companies listed on the Indonesia Stock Exchange (IDX) 2009-2011. Sampling method is the judgment sampling method, that is one of purposive sampling forms by taking a predetermined sample based on the intent and purpose of the study with the following criteria: (p = 0.05), by using SPSS 16 to test two hypotheses: 1) the difference in earnings quality of companies in Indonesia after using IFRS convergence and 2) the difference in the corporate value of companies in Indonesia after using IFRS convergence.
DATA ANALYSIS AND DISCUSSION
Based on the result of the test on the 47 samples of manufacturing companies, it can be concluded that there are differences in earnings quality and corporate value between before and after the implementation of IFRS. It can be seen in the result of the t test which shows that Ho is rejected with a significance value of 0.000 for discretionary accruals to measure earnings quality, and Ho is rejected with a significance value of 0.014 for Tobins'q to measure the corporate value. The explanations of each variable are as follows:
Earnings Quality
Earnings quality is affected by the presence of earnings management, where earnings as part of the financial statements. Earnings information is an important role for the company in making various decisions. The adoption of IFRS has a very big effect on the company, especially in company's financial reporting. Based on the hypothesis testing, it is obtained empirical evidence that the implementation of IFRS has a significant effect on earnings quality of companies that already use IFRS convergence. In a sense that there is a difference before and after the implementation of IFRS. This is supported by the results of the descriptive statistical tests showing that the mean value of discretionary accruals increases compared to before the implementation of IFRS, i.e -0.1328 before the implementation of IFRS, and -0.0025 after the implementation of IFRS. This indicates that with the presence of the implementation of IFRS, fewer companies perform earnings manipulation.
Judging from the value of discretionary accruals before the implementation of IFRS, there are many companies that perform earnings management with income decreasing pattern. This result is consistent with the research conducted by Liu et al. (2011 ), Chua et al. (2012 which stated that after the adoption of IFRS there is a decline in earnings management. Therefore, with the implementation of IFRS as a high-quality accounting standards, it can press the management to present the actual and reasonable circumstances, then the action of earnings management can be minimized. The implementation of IFRS can make a better quality reporting so as to provide financial information which is more relevant, accurate, timely, and comprehensive.
Corporate Value
Corporate value is commonly indicated by the price to book value. The high price to book value will make the market trust the future prospects of the company (Fendi and Rovila 2011) . High firm value is the expectation of the owner of the company, because the high value indicates high prosperity of the shareholders (Soliha and Taswan 2002) . This is supported by the result of descriptive statistical test, which shows a difference, although not too high, that can be seen from the mean value of Tobins'q that there is a decrease after the implementation of IFRS i.e 0.5123 before the implementation of IFRS and 0.4923 after the implementation of IFRS. This occurs because there are many companies with the number of shares outstanding before the implementation of IFRS is equal to the number of shares outstanding after the implementation of IFRS. This result is consistent with the research by Daske et al. (2008) which states that there is a difference in the corporate value before and after the adoption of IFRS.
Stock market price is a reflection of the corporate value because the company's stock market price reflects the investors' overall assessment of any equity held. The implementation of IFRS can help investors compare companies with good or poor quality, and can reduce asymmetric information. The implementation of IFRS can improve the quality of reporting and affect the central assessment of all market participants. The stock market price is the company's management performance indicators in which the result shows an increase in the corporate value.
CONCLUSION, IMPLICATION, SUGGES-TION, AND LIMITATIONS
In general, it can be drawn some conclusions as the following. 1. The implementation of IFRS significantly affects the earnings quality, in which after the implementation of this IFRS, the pattern of the earnings management is done with income increasing. 2. The implementation of IFRS significantly affects the corporate value, in which there is a difference in the corporate value between before and after the implementation of IFRS. This study is expected to provide an input and consideration for the company managers and investors. It has some suggestions as follows: 1. For further researches, it is important to add other types of companies, not only manufacturing companies. 2. For those who wish to conduct the same field of research, the researcher should increase the period of the study for the improvement of the research. 3. For further researches, it is imperative to use determinant methods other than discretionary accrual, so that it can be seen the existence of earnings management from the different viewpoints. 4. It is also necessary to use IFRS as a variable in future research.
